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PART H— Section 2 

Bills and Reports of' Select Committees on BilH 


PARLIAMENT OF INDIA 

Tfi'e following report of the Select Committee on the Bill to provide foV 
the regulation of certain matters relating to forward contracts, the prohibi- 
tion of options in goods and for matters conn cted therewith, was presented 
to Parliament on the 20th August, 1951 : — 

We the undersigned members of the Select Committee to which* the 
Bill to prov'de for the regulation of certain matters relating to forward 
contracts, the prohibition of options in goods and for matters connected 
therewith was* referred, have considered the Bill and the evidence tendered 
before us on_ behalf of certain associations interested in the subject-matter 
of th's Bill, and have now the honour to submit this our report with tshe 
Bill as amended by us annexed thereto. 

i r ' 

Clause 3 . — The period of 11 days specified in sub-clause (i) may seem 
somewhat excessive, but having regard to the following facts, namely, (a) 
that this is the maximum period permissible, (b) that the usages of the 
trade vary in th's regard, and (c) that discretion is left to the Central 
Government to fix the period consistently with such usages, we do not 
fesl called upon to make any change herein. Normally the period should 
not exceed' two or three days,- but in exceptional cases Government should 
hfeve the option to fix a longer period. 

Clause- o.— -We have redrafted sub-clause (2) so as 'to mftke' it clear that 
the Commission can in no case consist of less than two persons. We 
also think that the period of office of members of the Commission should 
be Specified in the Act itself, while the other terms and conditions of service 
may -be' left to be regulated by rules. We have also included the usual 
provision! respecting the qualifications for membership' of a Commission of 
this types 

Clause 4 .— In sub-clause (a) we have included a specific reference to 
the recognition of, and the withdrawal of recognition from, an association 
as one of the matters in respect of which the Commission is expected to 
advise the Government. 

Claus'e (> — We do not feel called upon to- make any changes is sub- 
clause (2) (b) as we are confident that in issuing any d reetions under this 
provision the Central Government will ensure that in the case every 
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recognised association dealing wit i contracts in acre '.'.turn’. com- 

mftditiea due- provision-^ is, made -dor 4 e repfcefcsufcitipn' Iw' (*x: jj'.fltuHl 
imeffisK <t>fl ‘tire governing* bodies 

Clause S . — We have amended^ jse (2) (b) 30 as to provide -that 

in suitable eases independent pera»«^ appointed to make the necessary 
inquiry, as it may jpit advisable to leave^the inquiry to be conducted by 
the governing body Itsdlf in afll oases. C < ’ ! ! ■ 

Clause li. — In sub-clause (2) we have made two small amendments 
to ineiuuc ueiault and the fixing of ceiling and floor prices as matters in 
respect of which bve-laws may be made. We have also recast sub-clause 
(3) so as to make it clear-’ that a contract hS^omes void only if certain 
specified; bys-laws are aoflfcravi&ad, as,is„the intention of this provision. 

Clause 13. — In our opinion the governing body of an association should 
not remain suspended for more than siX"Tnonths. We have also om'tted 
the proviso because we think that in all cases the governing body should 
be given an opportunity of being heard before suspension, and we cannot 
conceive of any such emergency arising as Is 1 kely to require the removal 
of this salutary restriction. 

Clause 15. — A majority of us feel that sub-clause (2) should be revised 
so as to provide that the rights of innocent third parties are not affected 
by forward contracts entered into in contravention of the relevant bye- 
laws of the recognised association. We also think that having regard to 
the usages of the trade, the consent or authority required under sub-clause 
(3) which must necessarily be in writing may, in cases where it is not 
possible to obtain such writing in advance, be allowed to be furnished, say, 
within three days of the date of the contract. 

The other amendments in this clause are clarificatory in nature. 

Clause IS.-— We have considered the provisions of this clause very care- 
fully and have taken into account the conflicting views expressed as to 
the necessity or otherwise for this clause. In our opinion the clause as 
now revised should satisfy all conflicting v'ews on the subject. We have 
particularly taken into account the suggestion made by Messrs. K. P. 
Goerika and B. Das Gupta in their minute of dissent appended to the 
repoit of the Expert Committee and also by certain Chambers of Com- 
merce in West Bengal to the effect that transferable specific delivery 
contracts relating to raw jute and jujbe manufactures should be exempted 
from Chapters III and IV of the Act. However, as futures trading in 
raw jute and jute manufactures is at present prohibited under two Bengal 
Acts, and as there is at present a shortage of these commodities and as 
there is no early prospect of the Act being applied to them, we have not 
felt called upon to make any specific exemption in respect of these com- 
modities. In the event of the Act being applied to raw jute and jute 
manufactures, it would be a simple matter to grant the necessary exemp- 
tion under clause 26 if the circumstances so require. 

Clause SI. —We th'nk that a sentence of two years should suffice. 

Clause 25. — The power of delegation contained in this clause is some- 
what wide, but it has necessarily to be so. We are, however, certain 
that in making any such delegation the Central Government will not 
delegate powers relating to supersession, suspension of business, etc., to 
persons subordinate to State Governments. 
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Clause 27 . — This clause relating,-, to protectio.n of action taken in good 
faith has been unnecessarily extended to members, office-bear era and 
servants of recognised associations, and in our opinion this provision .should 
bf deleted. 

2. The Bill was published in Part II, Section 2 of the Gazette of India 
on 30th December, 1950. 

8. We think that the Bill has not been so altered as to require circula- 
tion under rule 77(4) of the Rules of Procedure and Conduct Of Business 
in Parliament and we recommend that it be passed as now amended.’ ' 

M. ANANTHASAYANAM AdPYANttAK 
HAREKRUSHNA MAM.TAB 
D. P. KARMARKAR 
AMOLAKH CHAND 
RAM SUBHAG- SINGH 
KRISHNANAND RAI 
MANILAL CHATURBHAI SHAH 

B. P. jhun.jhunwAla 

M. SHANKARAIYA 
*A. C. GUHA 

V. J. GUPTA 
GOPINATH SINGH 
KRISHNA KANT YYAS 
R. K. SIDHVA 
V. S. SARWATE 

N. ALEXANDER 
JAGANNATH DAS 


New Delhi; 

The 20 th August, 1951 


MINUTE OF DISSENT 

I am signing the report subject to this note of dissent regarding some 
provisions. 

2. In clause 2, the period for ready delivery contract should have been 
reduced to 7 days as was in the original draft. I am doubtful about the 
necessity of making it obligatory in clause 3 to have a member in the Com- 
mission with experience of forward markets. In clause 4(c) line 2 after the 
word “goods” I would like “and regions” to be added. The composition of 
recognised associations has been left to be decided by rules; I hope the 
Central Government will see that the office bearers as well as the govern- 
ing bodies are elected in a meeting of the general body. The election of 
the office bearers by the governing bodies should not be allowed. I would 
also like that a minimum number of members should be fixed before an 
association can be recognised. 


* Subject to a Minute of Dissent. 
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3. The most contentious part of the Bill is Chapter IV. The clauses 

f fhis were fully discussed. fFIfe two State’s of_ Bombay and ‘ 

West Bengal most interested in this Bill and in controlling forward con- 
tract markets — gave two opposing views regarding the no’n-tranfef erable 1 
specific delivery contract. Clause 18, has been suitably changed so as to 
accommodate both the views- I hope the changed form w, ill, not di^tyrbj, 
the practice now in vogue in those two States. 

4, On some other minor points also I think- the. report, should have been, 
slightly changed. 

N*w .Dblbi; 

Ths ilOth AuymL 18S1 A. C. GUHA- 


(As AMENDEI} BY THE SELECT COMMITTEE.) 

( Words sidelined or underlined indicate the amendments suggested 
by. the Committee: asterisks indicate omissions.) 

Bill No. 1Q9 of 1950. 

A Bill to provide for the regulation of certain matters relating to forward 
contracts, the prohibition of options in goods and for matters 
connected therewith. 

Be it enacted by Parliament as follows : — 

CHAPTEB I 
Preliminary 

1. Short title, extent and commencement —(1) This Act may be 
called the Forward Contracts (Begulation) Act, 1951. 

(2) It extends to the whole of India except the State of Jammu and 
Kashmir. 

(3) It sha'l come into force on such date or dates as the Central 
Government may, by notification in the Official Gazette, appoint, and 
different dates may be appointed for different provisions of this Act for 
different States or areas, and for different goods or classes of goods. 

2. Definitions. — In thig Act, unless the context otherwise requires, 

(a) “association” means any body of individuals, whether in- 
corporated or not, constituted for the purpose of regulating and 
controlling the business of the sale or purchase of any goods; 

(b) “Commission” means the Forward Markets Commission 
established under section, 3; 

(c) “forward contract” means a contract for the delivery of goods 
at a future Sate and wpich is not a ready delivery contract ; 

(d) “goods” means every kind of movable property other than 
actionable claims, money and securities; 

(e) “Government security” means a Government security- as 
defined in the Public Debt Act, 1944 (XYIII of 1944); 

(/) “non-transferable specific delivery contract” means a specific 
delivery contract, the rights or liabilities under which or under any 
delivery order, railway receipt, bills of lading, warehouse receipt or 

any other document of title relating thereto are not transferable; 
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G 9 ) “option in goods” means an agreement, by whatever name 
sailed, for the purchase or sale of a right to buy or sell, or a right 
to buy and sell, goods in future, and includes a teji, a mandi, a teji- 
mandi, a galli, a put, a call or a put and call in goods; . , „ 

(/?) “prescribed” means prescribed by rules made under this Act; 

(i) “ready delivery contract” means a contract which prqyidps 
for the delivery of goods and the payment of price therefor, either 
immediately or within such period not exceeding eleven tfXys after 
the date of the contract and subject to such conditions as the. Central 
Government may, by notification in the Official Gazette, specify n 
respect of any goods, the period under such contract not being capable 
of extension by the mutual consent of the 'parties thereto or otherwise; 

(/) “recognised association” iheafia 1m ; a$sbcuifi6h %tiich. % foe 
the time being recognised by the Central Government unlleif sec- 
aticn %; 

(k) “rules”, with teferepce to rules relating in general, to the 
constitution and management of aid association, includes in the case 
of an incorporated association its memorandum and articles of 
‘dssoMation; 

(l) “securities” includes shares, scrips, stocks, bonds, debentures, 
debenture-stocks, or other marketable securities of a like nature in 
or of any Incorporated eompanv or other body corporate and also 
Government security's: 

(m) “specific delivery contract” means a forward contract 
which provides for the actual delivery of specific qualities or types erf 
goods during a specified future period at a price fixed thereby or to 
be fikbd fn the manner thereby agreed and in Which the names of both 
the buyer and the seller are mentioned; 

(n) “transferable specific delivery contract” means a specific 
delivery contract which is not a non-transferable specific delivery 
contract. 

CHAPTER II 

Th» Forward $fVflKfcT8 ION 

3. Establishment and constitution of the forward Markets Commis- 
sion- — (2) The Central Government may, by notification in the Official 
Gazette, establish a Commission to be called the Forward Markets Com- 
mission for the purpose of exirci-ing s-ucli functions and discharging such 
dutieB as may be assigned to the Commission by or under this Act. 

(2) The Commission shall consist of not less than two, but not exceeding 
■three , member's appointed by the Central Government of whom the Chair- 
man shall be a full-time member and the other or others, fulRtima or 

parVtim’e as the Central Government rri&y direct, and one of the members 
df the Cfitemlksion 'shall be ta officer of 'the Central Government and 
Another a person having a wide experience in the organisation and working 
■of forward 'markets in India. 

(3) No person shall be qualified for appointment as, or for continuing 
to be, a member of the Commission if he has directly or ind rectly, any 
such financial or other interest as is likely to affect prejudicially his 
ft nctions as a member of the Commission, and every member shall, 
whenever requ’red by the Central Government so to do, furnish to it such 
information as it may require for the purpose of securing compliance with 
the provisions of this sub-section. 
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(4) No member of the Commission shall hold office for a period of more 
than three years from the date of his appointment., and a member relin- 
quishing his office on the expiry of his term shall be eligible for reappoint- 
ment. 

(6) The other terms and conditions of service of members of the Ccm- 
missioa shall be such as may be prescribed. 

4„ Functions Of the Commission. — The functions of the Commission 

-shall be — 

(a) to advise the Central Government in respect of the recogni- 
tion of, or the withdrawal of recognition from, any association or in 
respect of any other matter arising out of the administration of thiB 
Act ; 

(b) to keep forward markets under continuous observation and to 
draw the attention of the Central Government or of any other pres- 
cribed ' authority to any important development taking place in, or 
in relation to, such markets and to make recommendations thereon; 

(c) to collect and disseminate information regarding* the trading 
conditions in respect of goods to which any of the provisions of this 
Act is made applicable, including information regarding supply, 
demand and prices, and to submit to the Central Government periodi- 
cal reports on the operation of this Act and on the working of for- 
ward markets relating to such goods; 

(d) 1 o make recommendations with a view to improving the 
oiganisstion and working of forward markets; and « 

( e ) to perform such other duties and exercise such other powers 
as may be assigned to the Commission by or under this Act, or as 
may be prescribed. 

CHAPTER III 
Recognised Associations 

5. Application for recognition of associations. — (1) Any association 
concerned with the regulation and control of forward contracts which is 

l( desirous of being recognised for the purposes of this Act’ may make an 
.application in the prescribed manner to the Central Government. 

( 2 ) Every application made under sub-section ( 1 ) shall be accompanied 
*by a ccpy of the bye-laws for the regulation and control of forward con- 
tracts and - also a copy of the rules relating in general tp the constitution 
■of the association, and, in particular, to — 

(a) the governing body of such association, its constitution and 
powers of management and the manner in which its business is to 
be transacted; 

( b ) the powers and duties of the office bearers of the association; 

(c) the admission into the association of -various classes of mem- 
bers, the qualifications of members, and the exclusion, suspension, 
expulsion and readmission of members therefrom or thereinto ; 

(d) the procedure for registration of partnerships as members of 
the association and the nomination and appointment of authorised 
representatives and clerks. 

6. Grant of recognition to association. — (2) If the Central Government 

is satisfied, rfter making such inquiry as may be necessary in this behalf 
and after obtaining such further information, if any, as may be required, 
that the rules and bye-laws of the association are suitable in the interest 
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oi the trade and are in the public interest, it may grant recognition to the 
$«Boeiatian in such form as may be prescribed. 

(?) Before granting recognition under sub-section (1), the Central 

Government may, by order, direct, — 

(a) that theie shall be no limitation on the number of members 
of the association; 

( b ) that the association shall provide for the appointment by the 
Centra' Government of a person, whether a member of the association 
or not, as its representative on, and of not more than three persons 
representing interests n,ot directly represented through member- 
ship of the association as member or members of, the governing 'body 
of such association, and may require the association to incorporate., in 
its rules any such direction,. and the conditions, if any, .Accompanying 
it. 

(3) No rules of a recognised association shall be amended except with 
the approval of the Central Government. 

(4) Every grant of recognition under this section shall be published, in 
the Official Gazette. 

T. Withdrawal of recognition.— If the Central Government is of opinion 
that any recognition granted to an association under the provisions of this 
Act should, in the interest of the trade or in the public interest, be with- 
drawn, the Central Government may, after giving a reasonable opportunity 
to + he association to be heard in the matter, and in consultation with the 
Commission, withdraw, by * notification in the Official Gazette, the recogni- 
tion granted to the said association: 

Provided that no such withdrawal shall affect the validity of any' con- 
tract entered into or made before the date of the notification’, and the 
Central Government may make such provision as it deems fit in the noti- 
fication of withdrawal or in any subsequent notification similarly published 
for the due performance of any contracts outstanding on that date." 

8. Power of Central Government to call for periodical returns or direct 
inquiries to be made. — ( 1 ) Every recognised association shall furnish to 
the Central Government such periodical returns relating to its affairs or 
the affairs of its members as may be prescribed. 

(?) Without prejudice to the provisions contained in sub-section (I), 
where the Central Government considers it expedient so to do, it may, by 
order in writing, — 

(a) call upon a recognised association to furnish, in writing such 
information or explanation relating to its affairs or the affairs of any 
of its members as the Central Government may require, or 

(b) appoint one- or more persons to make, or direct the governing 
body of such association to make in association with one or more 
representatives of the Central Government, an inquiry in relation to 
its affairs or the affairs of any of its members and' ’submit a report of 
the result of such inquiry to the Central Government within such 
time as may be specified in the order. 

(3) Where an inquiry m relation to the affairs of a recognised associa- 
tion or the affairs of any of its members has been undertaken under sub- 
section (3) — 

(a) every director, manager, secretary or other officer of such 
association, 
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(fj) eveiy member of such association, and 

(a) if the member of the association is a firm, every partner, 

‘ tnarageV, secretary -or' other officer of the firm, • 

shall be bound to produce before the authority making the inquiry, ’*11 
such books, accounts, correspondence and other documents in his custody 
or power relating to, or having a bearing <sa the subject-matter of, such 
inquiry and also to furnish the authority with any such statement or in- 
formation relating thereto as * may be required of him, within such time 
as may be specified 

9. Furnishing of annual reports to the Central Government by recog- 
nised associations. — ( 1 ) Every recognised association shall furnish to the 
■C.'eu«*l Government a copy of its .aaoMal report. 

(1) Such annual report shall contain such particulars as m y be 

prescribed. 

10. Power of Central Government to direct rules to be made or to make 
rules. — ( 1) Whenever the Central Government considers it expedient so 
to do, it may, by order in writing, direct any recognised ’association to 
make any rules or to amend any rules made by the recognised association 
ip respect of all or any of the matters specified in sub-section (2) of section 
5, ptlier than the matter specified in c’ause (b) of sub-section (2) of sec- 
tion 6 within ,a period not exceeding six months from the date of the 
mi»r. 

(2) If any recognised association, against whom an order is issued by 
the Central Government under sub-section (fj, failH or neglects to Comply 
with .such order within -the period specified in the said sub-section, the 
Central Government may make the rules or amend fie rules made by the 
recognised association, as the case may be, either in the form specified in 
the order or with such modification thereof m a y be agreed upon between 
the association and the Central Government. 

(3) Where, in pursuance of sub-section (2), any rides have been made 
. or amended, the rules so made or amended shall be published in the Official 

Gazette and on such publication shall, notwithstanding anything ’to the 

contrary contained in the Indian Companies Act. 1913 (VII of 1913), or 
any other law for the time being in force, have effect as if they had been 
made or amended by the recognised association concerned 

11. Power of recognised association to make bye-laws.— (1) Any recog- 
f m»ed association may, subject to the .previous approval of the Central 

Government, make bye-la w= for the regulation and control of forward con- 
tracts. 

(2) In particular, and without prejudice t° the generality of the fore- 
going power, such bye-laws may provide for — 

(«) the qpeniag pad closing of w-arlmta and, the regulation of the 
hours of trade; 

( b ) a clearing house for the periodical settlement, of contracts 
and differences thereunder, the delivery of, and payment for, goods, 
the passing on of delivery orders and for the regulation and main- 
tenance of such clearing house; 

(c) the number and classes of contracts in respect of which settle- 
ments shall be made or differences paid through the clearing house; 

(d) fixing, altering or postponing days for settlement; 




Pakt II— Sec. 2] THE GAZETTE OF INDIA, SEPT. 1, 1951 


§3 

603 


(e) determining and declaring market rates, including opening, 
closing, .highest and .Lowest rates for .goods; 

(/) the terms, conditions land incidents of contracts including the 
prescription of margin requirements, if any, and conditions relating 
■thereto, and the forms of contracts in writing; 

(g) regulating the entering into, making, performance, rescission 
and termination o f contracts, including contracts between members 
or between a commission agent and his constituent, or between a 
broker and his constituent, or between a member of the recognised 
association and a person who ia not a member, and the ooaeequeiMBS 
of default or insolvency on the part of a seller or buyer or intermediary, 
the consequences-of a breach or omission by a. seller or -Ip uy^r and the 
responsibility of commission agents and brokers .who are . not .parties 
to such contracts; 

(h) the admission and prohibition of specified olaasea or typo* of 

goods or of dealings in goods by a member of the recognised associa- 
tion ; 

(t) .the method and procedure for the settlement of claims or 'dis- 
putes including the settlement thereof by arbitration: 

(j) the levy and recovery of fees, fines, and penalties; 

(k) the regulation of the course of business between parties to 
own tracts in any capacity; 

(7) the tricing of a soale of brokerage and other charges ; 

.(»«) the making, comparing, settling and closing of bargains; 

(n) the regulation of fluctuations in rates and prices; 

(o) the emergencies in trade which may arise and the exercise of 
powers in such, emergencies including the power to fix maximum and 
minimum prices; 

(p) ’(die regulation of dealings by members for -their own account; 

( q ) the limitations on the volume of trade done by any individual 

member; 

(r) the obligation of members to supply such information or 
explanation and to produce such books relating to their business as 
the governing body may require- 

(3) The bye-laws made under this section may — 

(a) specify the bye-laws the contravention of any of which Stetll 
make a contract entered into otherwise than in accordance with Who 
hyetlaws void under sub-section (2) p£ section 15; 

(b) provide that the contravent'on of any of the bye-laws shall— 
■fi) redder the member concerned liable to- fine; or 

(ii) render the member concerned liable to expulsion or .sus- 
pension from the recognised association or to any other penalty of 
a like nature not involving the payment of money. 

(4) An y bye-laws made under this section shall be subject to such 
conditions in regard to previous publication as may be prescribed, and 
when approved by the Central Government, shall be published in the 
Gazette of India and also in the Official Gazette of the State in which the 
principal office of the recognised assoc ation is situate : 
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Provided that the Central Government may, in the interest of the 
trade or in che public interest, by -order in writing, dispense with the 
condition of previous publication, in any case. 

12. Power of Central Government to make or amend bye-laws of 
recognised .associations. — (I) The Central Government may, either on a 
requesi in writing received by it in this behalf from the governing body of 
a recognised association, or if in its opinion it is expedient so to do, make 
bye-laws for all or any of the matters specified in section 11 or amend 
-any bye-laws made by such association under that section : 

Provided that where the Central Government takes any action under 
this section on its own motion, it shall do so in consultation with the 
Commission. 


( 2 ) Where, in pursuance of this section, any bye-laws have been made 
or amended, the bye-law-s so made or amended shall be published in the 
Official Gazette and also in the Official Gazette of the State in which the 
principal office of the recognised association is- situate, and on such publi- 
cation the bye-laws so made or amended shall have effect as if they had 
been made or amended by the recognised association. 


(3) Notwithstanding anything contained -in this section, • .where the 

governing body of a recognised- association objects to any.. bye-laws made 
or amended under this section by the Centra] Government on its own 

motion, it may, within six months of' the publication thereof under sub- 

section (5), apply to the Central Government tor a revision thereof, and 
the Central Government may, after giving a reasonable opportunity to 
‘the governing body of the association to be heard in the matter, revise in 
consultation with "the Commission the bye-laws so made or amended, and 
where any bye-laws so made or amended are revised as a result of any 

action taken under this sub-seetion, the bye-law T s so revised shall be 

published in Ihe Official Gazette. 

( 4 ) The making or the amendment or revis’on of any bye-laws -under 
this section shall in all cases be subject to the condition of previous 
publication : 

Provided that the Central Government may, in the interest of the 
trafde or in the- public interest, by order in writing, dispense with the 
condition of previous publication. 

13. Power of Central Government to supersede governing body of 
recognised association. — (2) Where the Central Government is of opinion 
that the governing body of any recognised association should be super- 
seded, thed notwithstanding anything contained in this Act or in any 
other law for the time being in force, the Central Government may, 
in consultation with the Commission and after giving a reasonable 
opportunity to -the governing body of the recognised association concerned 
to show cause why it should not be superseded, by notification in the 
Official Gazette, declare the governing body of such association to be 
superseded for such period not exceeding six months as may be specified 
in the notification, and may appoint any person or persons to exercise and 
perform all the powers and duties of the governing body, and where more 
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persons than one are appointed may appoint one of such persons to be 

the chairman and another of such persons to be the -vice-chairman. 

* * * * • 

(2) On the publication of a notification in the Official Gazette under 
sub-section (I), the following consequences shall ensue, namely : — 

(a) the members of the governing body which has been superseded 
shall, as from the date of the notification of supersession, cease to hold 
office -as such members; 

( b ) the person or persons appointed under sub-section ( 2 ) may 
exercise and perform all the powers and duties of the governing body 

which has been superseded; 

(c) all such property of the recognised association as the persoj> 

"or persons appointed under sub-section (1) may,- by -order in writing, 
specify in this behalf as being necessary for the purpose of enabling- 
him or them to carry out the purposes of this Act, shall vest in sucb 
person or persons. 

(3) Notwithstanding anything to the contrary contained in any law or 
the rules or bye-laws of the association whose governing body is supers 
seded under sub-section (I), the person or persons appointed under that 
sub- section shall hold office for such period as may be specified ‘ in the 
notification published under that sub-section^ and the Ceptral.Governmenir 
may, from time lo time, by like notification vary such period. 

(4) On the determination of the period of office of any person or persons- 
appointed under this section the recognised association shall forthwith 
reconstitute a governing body in accordance with its rules : 

Provided that until a governing body is so reconstituted, the person or 
persons appointed under sub-section (I) shall continue to exercise anti 
perform their powers and duties. 

(5) On the reconstitution of a governing body under sub-section (4), alP 
the property of the recognised association which had vested in, or was- 
in the possession of, the person or persons appointed under sub-section- 
(2) shall vest or revest, as the case may be, in the governing body so- 
reconstituted. 

14. Power to suspend business of recognised associations. — If in the 

interest of the trade or in the public interest the Central Government 
considerr it expedient so to do, it may, by notification in the Official 
Gazette, direct a recognised association to suspend such of its business 
for such period not exceeding seven days and subject to such conditions 
as may be specified in the notification,. and may in consultation with the- 
Commission, by like notification extend the said period from time to time. 

CHAPTER IV 

Forward Contracts and option in Goods 

15. Forward contracts in notified goods illegal or void in certata 
CJCumstances. — (2) The Central Government may, by notification in the- 
Official Gazette, declare this section to apply to such goods or class of 
goods and in such areas as may be specified in the notification, and there- 
upon, s ubject to th e prov isions contained in section 18, every forward 
contract for the sale or purchase of any goods specified in the notifications 



606 THE GAZETTE OF INDIA, SEPT. 1, 1951 [Part II— Sbo. 2 


which is entered into in the area specified therein otherwise than between 
merr hers 6f 'a recognised association or through or %Tfh any such member 
shall be illegal. 

(<?t Any lorward contract in goo la entered into m pursuance of sub- 
section (I) which is hi contra\ ent’on of any of the bye-laws specified in 
this behalf under clause (a) of sub-aection (.1) of section .11 shall be void — 

(i) as respects th e rights of any member of the recognised associa- 
tion who has entered into such contract in contravention of any such 
bye-law, and also 

( t) as respects the rights of anv other person who has knowingly 
participa ted in the transaction entailing ^such contravention, 

and notwithstanding anything contained in section 211 or section 222 of 
■ ffoa IftcMan C bntrtict Afit, 1872 (?X. of 1872), no claifh of any description 
in respect of such contract by any member of the recognised association 
O'' by any other person who has knowingly participated in the transaction 
entailing such contravention shall be entertained in any civil court. 

| (3) Nothing in sub-section (2) shall affect the right of any person 

! other than a member of the recognised association to enforce any such 
.contract or to recover any sum under or in respect of r sUch contract: 

Provided That such person bad no knowledge that such trau’aaction 

in contravention of any of the bye-laws specified under clause (a) of 

jeub-sectio.-i (3) bf section 11. 

(4) No member of a recognised association shall, in respect of any 
goods specified in the notification under sub-section (2), enter into any con- 
tract on his own account with any person other than a member of the 
recognised association, unless he has secured the '* * * consent or 

authority of such person and discloses in the note, memorandum or agree- 
ment of sale or purchase that he has bought or sold the goods, as the case 
y»ay he, on his own account: 

Piovided that where the member has secured the consent or authority 
of such person otherwise than in writing he shall secure a written con- 
firmation by such person of such consent or authority within three days 
from the dal e of such contract . 

■Provided further that no such * consent or authority of suoh 
person shall be necessary for closing out in accordance -with the bye-lft%3 
'any outstanding contract entered into by such member on his ofrn aceourit 
■^ith such person if the fiifembe* diSbfdseS in the note, memorandum -fir" 
agreement of sale or purchase in respect of such closing out that h e ha s 
bought o>- sold the goods, as the case may be, on his own account . 

16. Consequences of notification under section 15. — Where a noti- 
fication has been issued under section 15, then notwithstanding anything 
-contained in any other law for the time being in force or in any custom, usage 
■or practice of the trade or the terms of any contract or the bye-laws of any 
■ASSfloiation concerned relating to any contract,— 

(a) every forward contract for the sale or purchase of any goods 
specified in the notification, entered into before the date of the noti- 
fication and remaining to be performed after the said date apd'^lpoh 
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is not in conformity with the provisions of section 15, shall be deemed 
to be closed out at such rate as the Central Government may fix in 
this behalf, and different rates may be fixed for different classes of such 
.contracts: 

(5) all differences arising out of any contract so deemed to be 
closed out. shall be payable on the basis of the rate fixed under clause 1 
(a), and the seller shall not be bound to give and the buyer shall not 
h£. bc>un,d td take, delivery of the goods. 

17. Power to prohibit forward contracts in certain cases. — (1) The 

Central Government may, by notification in the Official Gazette, declare 
that' no person shall, save with' the permission of the Central Government, 
enter into afty forward contract-- for the- sale or purchase- of - any good® 
or class of goods specified in the notification and to which the provisions 
of section 15 have not been made applicable, except to the extent and in 
the manner, if any, as may be specified in the notification. 

( 2 ) All forward contracts in contravention of the provisions of sub- 
section (I) entered into after the date of publication of the notification 
thereunder shall be illegal. 

(3) Where a notification has been issued under sub-section (I), the 
provisions of section 16 shall, in the absence of anything to the contrary 
in the notification, apply to all forward contracts for the sale or purchase 
of any goods specified in the notification entered into before the date ot the 
notification and remaining to be performed after the said date as they apply 
to all forward contracts for the sale or purchase of any goods specified in 
the notification under section 15. 

18. Chapters III and IV to apply to non-transferable specific delivery , 
contracts only in certain cases — -(I) Where a notification under- section 15 
has been issued in respect of any goods or class of goods, the Central 
Government shall, by a like notification, define the area in which a recog- ; 
nised association may regulate and control non-transferable specific deli- 
very contracts in respect of such goods or class of goods and the provisions 
of this Chapter and of Chapter III shall apply to non-transferable specific 
delivery contracts only in such areas and only in respect of such goods or 
class of goods. 

( 2 ) Notwithstanding anything contained in sub-section (I), if the 
Central Government is of opinion that in the interests of the trade or in 
the public interest it is expedient to regulate and control non-transferable 
specific delivery contracts in any, area to which the provisions of this 
Chapter and of Chapter III do not apply, it may, by notification in the 
Official Gazette, declare that all or any of the provisions of the said 
Chapters shall apply to non-transferable specific delivery contracts in 
such area and in. respect of such- goods or class of goods, as may be specified 
in the notification, and may also specify the, manner in which and the 
extent to which all or any of the said provisions shall so apply. 

19. , Of options in goods. — (I) Notwithstanding anything 

contained in this Act or any other law for the time being in force, all 
options in goods entered into after the date on which this section- comes 
into force shall be illegal. 

( 2 ) Any option in goods which has been entered into before the date 
on which this section comes into force and which remains to be performed, 
whether wholly or in part, after the said date shall to that extent become 

void. 
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CHAPTER V 
Penalties and Procedure 

20. Penalty for contravention of certain provisions of Chapter IV;— 

(I) Any person who enters into any forwarcP'kontract or any option in goods 
in contravention of any of the provisions contained in sub-section (I) of 
section 15, section 17 or section 19 shall, on conviction, be punishable with 
imprisonment for a term which may extend to one year, or with fine, or 
■with both. 

(2) Any person who enters into any forward contract in contravention 
of the provisions contained in sub-section (3) of section 15 shall on 
•conviction be punishable with fine. 

21. Penalty for owning or keeping place used for entering into 
forward contracts in goods. — Any person who — 

(a) owns or keeps a place other than that of a recognised 
association, which is used for the purpose of entering into or making 
or performing, whether wholly or in part, any forward contracts in 
contravention of any of the provisions of this Act and knowingly 
permits such place to be used for such purposes, or 

(b) without the permission of the Central Government, 
•organises, or assists in organising, or becomes a member of, any 
association, other than a recognised association, for the purpose of 
.assisting in, entering into or making or performing, whether wholly 
•or in part, any forward contracts in contravention of any of the pro- 
■visions of this Act, or 

(c) manages, controls or assists in keeping any place other than 
•that of a recognised association, which is used for the purpose of 
entering into or making or performing, whether wholly or in part, 
any forward contracts in contravention of any of the provisions of this 
Act or at which such forward contracts are recorded or adjusted, or 
-rights or liabilities arising out of such forward contracts are adjusted, 
sregulated or enforced in any manner whatsoever, or 

(d) not being a member of a recognised association, wilfully re- 
presents to, or induces, any person to believe that he is a member of 

:a recognised association or that forward contracts can be entered Into 
or made or performed, whether wholly or in part, under this Act 
through him, or 

( e ) not being a member of a recognised association or his agent 
authorised as such under the rules or bye-laws of such association, 
•canvasses, advertises or touts in any manner, either for himself or 
on behalf of any other person, for any business connected with 
forward, contracts in contravention of any of the provisions of this 
Act, or 

(/) joins, gathers, or assists in gathering at any place, other than 
•the place of business specified in the bye-laws of a recognised asso- 
ciation, any person or persons for making bids or offers or for entering 
into or making or performing any forward contracts in contravention 
■of any of the provisions of this Act, 
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shall, on conviction,- be punishable with imprisonment which may extend 
to two years, or with fine, or with both. 

22. Offeaees by companies. — (1) Where an offence has* been committed 
by a company, every person who, at the time the offence was committed, 
was in charge of, and was responsible to, the company for the conduct 
of the business of the company, as well as the company,- shall be deemed 
to be .guilty of the offence and shall be liable to be proceeded against and 
punished' accordingly: 

Provided that nothing contained in this sub-section shall render any 
such person liable to any punishment provided in this Act, if he proves 
that the offence was committed without his knowledge or that he exercised 
all due diligence to prevent the commission of such offence. 

(2) Notwithstanding anything contained in sub-section (1), where an 
offence under this Act has been committed by a company and it is proved 
that the offence has been committed with the consent or connivance of, 
or is attributable to any gross negligence on the part of, any director, 
manager, secretary or other officer of the company, such director, manager, 
secretary or other officer shall also be deemed to be guilty of that offence 
and shall be liable to be proceeded against and punished accordingly. 

Explanation. — For the purposes of this section, — 

(а) “company” means any body corporate and includes a firm or 

other association of individuals; and 

(б) “director”, in relation to a firm, means a partner in the firm. 

23. Certain offences to be cognizable. — -Notwithstanding anything con- 
tained in the Code of Criminal Procedure, 1898 (Act V of 1898), any offence 
punishable under sub-section (1) of section 20 or section 21 shall bo 
deemed to be a cognizable offence within the meaning of that Code. 

24. Jurisdiction to try offences under this Act. — No court inferior to 
that of a presidency magistrate or a magistrate of the first class shall tako 
cognizance of or try any offence punishable under this Act. 

CHAPTEE YI 
Miscellaneous 

25. Power to delegate. — The Central Government may, by notification 
in the Official Gazette, direct that any power exercisable by it under this 
Act may in such circumstances and subject to such conditions, if any, as 
may be specified, be exercised by such officer or authority, including any 
State Government or officers or authorities thereof as may be specified in 
the direction. 

26. Power to exempt— The Central Government may, by notifica- 
tion in the Official Gazette, exempt, subject to such conditions and in 
such circumstances and in such areas as may be specified in the notifica- 
tion, any contract or class of contracts from the operation of all or any of 
the provisions of this Act 

* * * 

27. Powers to make rules. — (1) The Central Government may, by 
notification in the Official Gazette, make rules for the purpose of carrying 
Into effect the objects of this Act. 
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(2) In particular, and without prejudice to the generality of the 
foregoing power, such rules may ptovide for — 

(а) the terms and conditions of service of members of the 
Commission ; 

(б) the manner in which applications for recognition may be 

made under section 5 and the levy of a fee in respect thereof ; 

(c) the manner in which any inquiry for the purpose* of* recog; 

nising any association may be made and the form in which recogni- 
tion shall be granted ; 

(i d ) the particular's to be. contained in. the annual reports of recog- 
nised associations ; 

( e ) the manner in which the bye-laws to be made, amended or 

revised under this Act shall, before being so made, amended or 

revised, be published lor criticism; 

(/) any other matter which is to be or may be prescribed. 


The following Bill was introduced in Parliament on the 25th August, 
1951: — 


Bill No. 70 of 1951 


A Bill to make provision for the proper management and administration 
of railway companies in certain special cases. 

Be it enacted by Parliament as follows: — 

1. Short title, extent and application.— (1) This Act may be called the 
Railway Companies (Emergency Provisions) Act, 1951. 

(2) It extends to the whole of India except the State of Jammu and 
Kashmir. 

(3) It applies to every railway company in respect of which a notified 
order has been issued under section 3. 

2. Definitions— In this Act, unless the context otherwise 

requires, — 

(a) “Companies Act” means the Indian Companies Act, 1913 
(VII of 1913); 

(b) “directors” means the directors appointed under section 3; 

(c) “notified order” means an order notified in the Official 
Gazette; 

(d) “prescribed” means prescribed by rules made under this 

Act; 

(e) “railway company" means any company registered under the 
Companies Act or any law repealed thereby for the purpose of 
making and working or making or working a. railway, whether alone 
or in conjunction with other purposes. 

3. Power of Central Government to apply Act to any railway company 
and to appoint directors thereof. — (I) Where the Central Govern- 
ment is of opinion that a situation has arisen in the affairs of a railway 
company which — 

(a) has prejudicially affected the convenience of persons using 
the railway administered by the railway ;CQBtip^ny, or- 
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(b) has caused serious dislocation in any trade or industry using 
the railway, or 

(c) has caused serious unemployment amongst a section of the 
community, 

the Central Government may, by notified order, apply the provisions of 
this Act to the railway company and appoint as many persons as it thinks 
fit to be directors of the railway company for the purpose of taking over 
its management and administration. 

(2) The power to appoint directors under this section includes the 
power to appoint any individual, firm or company to be the managing 
agent of the railway company on such terms and conditions as to the 
Central Government may seem fit. 

4. Effect of notified order appointing directors or managing agents. — 

On the issue of a notified order under section 3, — 

(a) all persons holding office as directors of the railway company 
immediately before the issue of the notified order shall be deemed 
to have vacated their offices as such; 

(b) any contract of management between the railway company 
and any managing agent thereof holding office as such immediately 
before the issue of the notified order shall be deemed to have 
terminated; 

(c) the managing agent, if any, appointed under this Act shall be 
deemed to have been duly appointed in pursuance of the Companies 
Act and the memorandum and articles of association of the railway 
company, and the provisions of the Companies Act and of the memo- 
randum and articles shall, subject to the other provisions contained in 
this Act, apply accordingly, but no such managing agent shall be 
removed from office except with the previous consent of the Central 
Government; 

(d) the directors shall take such steps as may be necessary to 
take into their custody or under their control all the property, effects 
and actionable claims to which the railway company is, or appears to 
be, entitled, and all the property and effects of the railway company 
shall be deemed to be in the custody of the directors as from the 
date of the notified order; 

(e) the directors shall be for all purposes the directors of the rail- 
way company duly constituted under the Companies Act, and shall 
alone be entitled to exercise all the powers of the directors of the 
railway company, whether such powers are derived from the Com- 
panies Act or from the memorandum or articles of association of the 
railway company or from any other source. 

5. Powers and duties of directors.— (1) Subject to the control of the 
Central Government, the directors shall take such steps as may be 
necessary for the purpose of efficiently managing the business of the 
railway company and, in particular, the directors shall have power, not- 
withstanding anything contained in the Companies Act or in the 
memorandum or articles of association of the railway company, — 

(a) to choose one of their number to be the chairman, and to 
delegate to him or to any one or more of the directors all or any 
of their powers; 

(b) with the previous approval of the Central Government and 
subject to such conditions as that Government may think fit to 
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impose, to raise funds in such manner and offer such security there- 
for as they think fit; 

(c) to carry out such repairs as may be necessary in respect of 
any machinery, rolling stock, buildings, works or other property in 
their custody; 

(d) to do all acts necessary for making, maintaining, altering 
or repairing and using the railway of the railway company; 

(e) to employ such persons as may be necessary for enabling 
them to efficiently discharge their duties, and define the conditions 
of service of such employees. 

(2) The directors may, with the previous sanction of the Central 
Government, cancel or vary, either unconditionally or subject to such 
conditions as they think fit to impose, any contract or agreement entered into 
between the railway company and any other person at any time before 
the issue of the notified order under section 3, if the directors are satisfied 
that such contract or agreement is detrimental to the interests of the 
railway company. 

6. Statement of affairs to be made to directors. — (1) On the issue of a 
notified order under section 3, there shall be made out and submitted to 
the directors a statement as to the affairs of the railway company, 
verified by affidavit and containing the following particulars, namely: — 

(a) the assets of the railway company, stating separately the 
cash balance in hand and at the bank, if any; 

(b) the debts and liabilities; 

(e) the names, residences and occupations of the creditors, 
stating separately the amount of secured debts and unsecured debts 
and, m the case of secured debts, the particulars of the securities, 
their value and the dates when they were given; 

(d) the debts due to the railway company and the names, 
residences and occupations of the persons from whom they are due 
and the amount likely to be realised therefrom; 

(( 2 ) such other particulars as may be prescribed. 

(2) The statements shall be submitted by one or more of the persons 
who was or were holding office as a director or as directors of the railway 
company immediately before the issue of the notified order under section 
3 or by the secretary, manager or other chief officer of the railway 
company who was holding office as such before the issue of the notified 
order as the directors may require in each case, and the statement shall 
be submitted within such time as may be so required. 

(3) If any person, without any reasonable excuse, knowingly and 
wilfully makes default in complying with the requirements of this 
section, he shall be punishable with imprisonment which may extend 
to three months, or with fine which may extend to Jive hundred rupees, 
or with both. 

7. Statements by beneficial owners of shares of railway company.— 

Any person who has any interest in any share of the railway company 
which stands in the name of another person in the register of share- 
holders of the railway company shall, within such period as may be 
specified by the Central Government by notified order, make a declara- 
tion in such form as may be prescribed (which shall be countersigned 
by the person in whose name the share is registered) to the railway 
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company declaring his interest in the share, and notwithstanding any- 
thing contained in any other law or in any contract to the contrary, a 
person who fails to make a declaration as aforesaid in respect of any 
share shall be deemed to have no right or title whatsoever in or to that 
share : 

Provided that nothing in this section shall affect the right of any 
person who has an interest in any such share to establish in a court 
his right thereto if the person in whose name the share is registered 
refuses to sign that declaration as required by this section. 

8. Power of directors to institute proceedings against past directors, 
etc., for damages. — (2) The directors may, if they are satisfied that it is 
necessary in the interests of the railway company or in the public 
interest so to do, institute in the name of the railway company such 
proceedings as they think fit for the recovery of damages for any fraud, 
misfeasance or other misconduct in connection with the management 
of the affairs of the railway company committed by any person before 
the issue of the notified order under section 3 or for the recovery of 
any property of the railway company which has been misapplied or 
wrongfully retained by any person. 

(2) No director shall be personally liable for any costs or expenses 
incurred in connection with any proceedings instituted by virtue of this 
section. 

9. Penalties. — If any person wilfully destroys or fails to deliver to the 
directors Ayhen required any books of account, registers or any other 
documents in his custody relating to the business of the railway company 
or retains any property of the railway company, he shall be punishable 
with imprisonment which may extend to six months, or with fine which 
may extend to one thousand rupees, or with both. 

10. Filling up of vacancies among directors. — (1) Casual vacancies 
occurring in the body of directors, whether caused by death, resignation 
or otherwise, shall be filled by nomination by the Central Government 

(2) No act of the directors shall be called in question on the ground 
merely of the existence of any vacancy among the directors or any defect 
in the appointment of any of them. 

11. No right to compensation for termination of contract of managing 

agent or any other contract. — (2) Notwithstanding anything contained in 
the Companies Act or in any other law for the time being in force, no 
managing agent shall be entitled to any compensation for the premature 
termination under this Act of any contract of management entered into 
by him with the railway company, and no person shall be entitled to com- 
pensation in respect of the cancellation or variation under this Act of any 
other contract or agreement. 

(2) Nothing contained in sub-section (2) shall affect the right of any 
such managing agent or person to recover from the railway company 
moneys recoverable otherwise than by way of such compensation. 

12 . Cancellation of appointment of directors. — (2) If at any time it 

appears to the Central Government that the purpose of the notified order 
appointing the directors has been fulfilled or that for any other reason it 
is unnecessary that the notified order should remain in force, the Central 
Government may, by notified order, cancel the appointment of directors 
made under this Act. 
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(2) On the cancellation of any such appointment as is referred to in 
sub-section (2), the Central Government may — 

(a) direct that all the property, effects and actionable claims of 
the railway company shall revest in the persons in whom they were 
vested before the issue of the notified order under section 3; or 

( b ) reconstitute by fresh appointment a new body of persons to 
take charge of the management and administration of the whole 
affairs of tire railway company, whether as directors or managers or 
in any other capacity: 

Provided that no such fresh appointment shall be made except in 
pursuance of a resolution passed by the shareholders of the railway com- 
pany at a meeting called for the purpose by the directors appointed under 
section 3. 

(3) The Central Government may, at any time before the issue of the 
notified order under sub-section (7), take such action as may be necessary 
under clause (b) of sub-section (2) for the purpose of making any fresh 
appointments. 

13. Application of the Companies Act. — (2) Notwithstanding anything 
contained in the Companies Act or in the memorandum or articles of 
associalion of Ihe railway company, but subject to the other provisions 
contained in this Act, — 

(a) it shall not be lawful for the shareholders of the railway 
company or any other person to nominate or appoint any person to be 
a director of the railway company; 

(b) no resolution passed at any meeting of the shareholders of 
the railway company shall be given effect to unless approved by the 
Central Government; 

(c) no proceeding for the winding-up of the railway company or 
for the appointment of a receiver in respect thereof shall lie in any 
court, unless by or with the sanction of the Central Government. 

(2) Subject to the provisions contained in sub-section (2)' and to the 
other provisions contained in this Act and subject to such excep- 
tions, restrictions and limitations as the Central Government may by 
notified order specify, the Companies Act shall continue to apply to the 
railway company in the same manner as it applied thereto before the 
issue of the notified order under section 3. 

14.. Effect of Act on other laws. — The provisions of this Act and of 
any notified order made thereunder shall have effect notwithstanding any- 
thing inconsistent therewith in any other law for the time being in force 
or in the memorandum or articles of association of the railway company 
or in any other instrument having effect by virtue of any law other than 
this Act, but save as aforesaid the provisions of this Act shall be in addi- 
tion to, and not in derogation of, any other law for the time being appli- 
cable to the railway company. 

15. Directors to be public servants.— Every director appointed under 
section 3 shall be deemed to be a public servant within the meaning 
of section 21 of the Indian Penal Code (Act XLV of 1860). 

16. Delegation of powers. — The Central Government may, by notified 
order, direct that all or any of the powers exercisable by it under this 
Act, except the powers given to it under section 3 to apply the provisions 
of this Act to any railway company, or the powers given to it under section 
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12 or section 18 may be exercised by any State Government, and where 
any powers are so delegated, they shall be exercised subject to such direc- 
tions as the Central Government may issue from time to time. 

17. Protection of action taken under Act. — (1) No suit, prosecution or 
other legal proceeding shall lie against any director in respect of anything 
which is in good faith done or intended to be done in pursuance of this 
Act. 

( 2 ) No suit or other legal proceeding shall lie against the Central 
Government or any State Government or any director for any damage 
caused or likely to be caused by anything which is in good faith done or 
intended to be done in pursuance of this Act. 

18. Power of Central Government to acquire railway of railway com- 
pany. — (1) Where under any instrument, having effect by virtue of any 
law other than this Act or by virtue of an agreement arrived at between 
the parties, provision is made for the purchase by a person or local 
authority or the State Government of a railway which is the property 
of a railway comp, ay on payment of the value thereof calculated in the 
fnanner and subject to the conditions specified in the instrument, the 
Central Government shall also have the same right to purchase the railway 
on the same terms and subject to the same conditions as the person, local 
authority or the State Government has under the instrument. 

( 2 ) If in respect of any railway the Central Government exercises its 
right of purchase under this section, any person, local authority or State 
Government, in whom or in which a similar right is vested under the 
instrument, shall be deemed to have become disentitled to exercise the 
same. 

19. Power to make rules.— (1) The Central Government may, by 
notified order, make rules to carry out the purposes of this Act. 

( 2 ) In particular, and without prejudice to the generality of the fore- 
going power, any rules made under sub-section ( 1 ) may provide for — 

(a) the manner in which or the conditions subject to which the 
directors or managing agents of a railway company may exercise 
their powers under this Act; 

(b) the additional particulars which a statement under section 6 
should contain; 

(c) the form in which a declaration under section 7 may be 
made; 

(d) the manner in which books of account shall be maintained 
by the directors and audited; 

(e) the submission of specified or periodical returns and reports 
by the directors to any specified authority in connection with the 
affairs of the railway company. 

20. Repeal of Ordinance II of 1951— The Railway Companies (Emer- 
gency Provisions) Ordinance, 1951 (II of 1951) is hereby repealed: 

Provided that the repeal shall not affect — 

(a) the previous operation of the said Ordinance, or 

(b) any penalty, forfeiture or punishment incurred in respect of 
any offence committed against the said Ordinance, or 
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(c) any investigation, legal proceeding or remedy in respect of 
any such penalty, forfeiture or punishment, and any such investiga- 
tion, legal proceeding or remedy may be instituted, continued or en- 
forced, and any such penalty, forfeiture, or punishment may be 
imposed as if this Act had not been passed: 

Provided further that, subject to the preceding proviso, anything done 
or any action taken (including any notified order issued, appointment 
made or direction given under the said Ordinance) shall be deemed to 
have been done or taken under the corresponding provision of this Act 
and shall continue in force accordingly, unless and until superseded by 
anything done or any action taken under this Act. 


STATEMENT OF OBJECTS AND REASONS 

Although all the major Railways in the country are now under Govern- 
ment management, a few narrow gauge light Railways are still being 
managed by private companies. Government have statutory control over 
these Railways in respect of fares and freight rates, and may enforce 
safety regulations under the Indian Railways Act, 1890; but they have 
no power to ensure that the day to day administration of the Railways by 
the companies is in the best interests of the public. Of late Govern- 
ment bave been receiving complaints regarding mismanagement by some 
of these companies thereby causing a great deal of inconvenience to the 
normal life of the community. It became imperative, therefore, that 
Government should, in the public interest, take powers to intervene in 
cases where in the opinion of Government a situation has arisen in the 
affairs of a Railway company which prejudically affects the convenience 
of persons using the Railway or causes serious dislocation in any trade 
or industry using the Railway or causes serious unemployment among the 
persons employed on the Railway. 

An Ordinance entitled the Railway Companies (Emergency Provisions) 
Ordinance, 1951, was accordingly promulgated on the 14th July, 1951. The 
Ordinance was of a general nature and provided for the application thereof 
to a delinquent Railway company by a notified order. The result of such 
a notification would be that Government is enabled to appoint a new 
board of directors for the Railway company in supersession of the existing 
board of directors and any contract of management between the Railway 
company and any managing agent would be automatically terminated. 
The intention underlying these provisions is that the company should be 
put back into its normal position when it would be possible to restore the 
management of the company to its old board of directors or to a new board 
of directors appointed in pursuance of a resolution passed by the share- 
holders of the company. The Ordinance contains the usual provision for 
delegation of powers so that in suitable cases power could be delegated to 
the State Government to administer the affairs of a Railway company 
within its jurisdiction, the management of which has to be taken over by 
the Government. 

In the case of the Baraset-Basirhat Light Railway Company which 
owns a narrow-gauge line about 52 miles long in West Bengal, the 
Government of West Bengal caused an investigation to be made into the 
affairs of the company by a high-level committee who found considerable 
evidence of serious mismanagement in the affairs of the company which 
culminated in a labour strike and consequent suspension of railway service 
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from the 14th April, 1951. The Ordinance was, therefore, made applicable 
to this Railway company and powers in respect of this company have 
been delegated to the Government of West Bengal under the Ordinance. 

The present Bill seeks to replace the Ordinance and to validate all 
action taken thereunder. 


K. SANTHANAM. 


New Delhi; 

The 11th August, 1951. 


M. N. KAUL, 

Secretary. 
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